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SECTION A 
 
Total marks for this section: 70 marks 
 
Answer ALL questions. Marks for each question are indicated. 
Suggested time allocation for Section A: 135 minutes. 
 




Classify the following transactions according to whether they relate 
to operating, investing or financing activities or none of those 
categories for the purposes of preparing a statement of cash flows. 
  
1. Received cash of $14 000 from the sale of equipment previously used in 
carrying out the entity’s operations. 
2. Paid cash of $11 000 to accounts payable for inventory previously 
purchased on credit. 
3. Received $45 000 cash from accounts receivable. 
4. Paid cash dividends to shareholders $54 000. 
5. Issued shares in exchange for land $105 000. 
6. Paid insurance in advance $9000 cash. 
7. Purchased vehicles for use in the business for $48 000 cash. 
8. Deposited $12 000 into a short-term deposit, redeemable at call. 
9. Issued $85 000 in shares in exchange for cash. 
10. Borrowed $40 000 in cash repayable in five years. 
 
Question 2: (10 Marks) 
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Question 3: (8 Marks) 
 
Presented below are financial statement items for Vegas City (a sole trader) for the period ended 
30 September 2017. 
Required: Prepare a statement of profit or loss (income statement) for the period ended 30 
September 2017. 
 
a. Cash $99 000 g. Rent expense 2 420 
b. Accounts receivable 11 000 h. Internet expense 660 
c. Service revenue 26 400 i. Petrol expense 6 160 
d. Advertising expense 8 800 j. Insurance expense 880 
e. Accounts payable 6 600 k. Equipment 132 000 
f. Expenses owing 3 960   
 
Question 4: (12 Marks) 
A friend who owns a small entity trading as Jobs Galore knows that you are studying 
accounting, and has asked if you would prepare the entity’s classified balance sheet as at 
30 June. The friend has provided you with the following list of assets and liabilities (the 
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Question 5: (20 Marks) 






a. Calculate the break-even in both dollars and units for 2016. (5 Marks) 
b. Calculate the margin of safety in both units and sales dollars. (5 Marks) 
c. Calculate the profit achieved in 2016 given the annual volume of 32 000 units. 
(5 Marks) 
d. Changes in marketing strategy are planned for 2017. This would increase variable 
marketing and distribution costs by $4 per unit, and reduce fixed non-manufacturing 
costs by $80 000 per year. Calculate the units that would need to be sold in 2017 
to achieve the same profit as in 2016. (5 Marks) 
 
Question 6: (10 Marks) 
Mallett Manufacturing estimates the following activity for the coming year: 
 expected production 46 000 units 
 expected direct labour hours 3 500 hours 
 expected manufacturing overhead $184 000. 
 
Manufacturing overhead is allocated on the basis of direct labour hours. At the end of the 
financial period, the following information was collected: 
 direct labour hours 4 700 hours 
 manufacturing overhead $204 000. 
 
Required 
a. Calculate the predetermined indirect cost rate at the beginning of the year. 
b. Calculate the actual indirect cost rate for the year. 
